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change, there is of course no hindrance or delay. Coaldale Coal Co. v. State 
Bank, 142 Pa. St. 288, 21 Atl. 811. The decision in the instant case would 
have been the same in all jurisdictions since the sale "was only designed to 
change the rights of creditors and to prevent the landlords from collecting 
their rent." It would seem on principle that stock is not the equivalent of 
chattels for the purposes of the creditors "because in practice the judgment 
debtor must buy in the stock at the sale, and then try to get possession of 
the chattels and sell them. He may or may not succeed in this without sub- 
stantial delay or hindrance. That will depend upon how surely he can 
disregard the corporate form, which in turn depends in part upon whether 
he is the only shareholder, and whether there have been other debts con- 
tracted by the corporation. Even then he must have another sale." 

BANKRUPTCY-PV,F1,R;NCES.-Jones obtained money from a bank on a 
note to which he had forged the names of indorsers; within four months 
prior to bankruptcy, and while he was insolvent, he procured his brother- 
in-law Dean, who had knowledge of the facts, to "take up" the notes, giving 
the latter a mortgage on all of his (Jones') property. ?6ob of the Bank- 
ruptcy Act provides that a transfer within four months before bankruptcy 
shall be voidable if the person receiving the same has reason to believe 
it was intended to give a preference; ?67e provides that if a debtor within 
such period makes any transfer "with the intent and purpose on his part to 
hinder, delay or defraud his creditors, or any of them," it shall be rendered 
null and void except as to purchasers in good faith and for a fair present 
consideration. In the trustee's suit to set aside the mortgage, held, that it 
was not voidable as a preference under ?6ob, but was null and void under 
?67e. Dean v. Davis, 37 Sup. Ct. I30. 

The mortgage was not a preference within the meaning of ?6ob because 
it was given to secure a contemporary rather than a pre-existing debt and 
because its effect was to prefer the bank rather than Dean. But because Jones 
knew that he was insolvent, that he was making a preferential payment, and 
that bankruptcy would result, the lower courts were justified in concluding 
that the intent (or obviously necessary effect) of the transfer was "to hinder, 
delay, or defraud creditors" within the meaning of ?67e, the operation of 
which is much broader than ?6ob, and "that Dean, who knowing the facts 
co-operated in the bankrupt's fraudulent purpose, lacked the saving good 
faith." In the decision are collected other cases in which it is held that a 

mortgage is a fraudulent conveyance where taken as security for a loan 
which the lender knows is to be used to prefer favored creditors; also those 

holding the contrary where the lender does not know that improper pay- 
ments to favored creditors are intended. Van Idenstine v. National Discount 

Co., 227 U. S. 575, 582, and Coder v. Arts, 213 U. S. 223, are distinguished on 

the grounds that in the former case the pledgee was found to have had no 

knowledge of the debtor's fraudulent intent, and in the latter case it was 
found that the debtor had no intent to hinder, delay or defraud creditors. 

change, there is of course no hindrance or delay. Coaldale Coal Co. v. State 
Bank, 142 Pa. St. 288, 21 Atl. 811. The decision in the instant case would 
have been the same in all jurisdictions since the sale "was only designed to 
change the rights of creditors and to prevent the landlords from collecting 
their rent." It would seem on principle that stock is not the equivalent of 
chattels for the purposes of the creditors "because in practice the judgment 
debtor must buy in the stock at the sale, and then try to get possession of 
the chattels and sell them. He may or may not succeed in this without sub- 
stantial delay or hindrance. That will depend upon how surely he can 
disregard the corporate form, which in turn depends in part upon whether 
he is the only shareholder, and whether there have been other debts con- 
tracted by the corporation. Even then he must have another sale." 

BANKRUPTCY-PV,F1,R;NCES.-Jones obtained money from a bank on a 
note to which he had forged the names of indorsers; within four months 
prior to bankruptcy, and while he was insolvent, he procured his brother- 
in-law Dean, who had knowledge of the facts, to "take up" the notes, giving 
the latter a mortgage on all of his (Jones') property. ?6ob of the Bank- 
ruptcy Act provides that a transfer within four months before bankruptcy 
shall be voidable if the person receiving the same has reason to believe 
it was intended to give a preference; ?67e provides that if a debtor within 
such period makes any transfer "with the intent and purpose on his part to 
hinder, delay or defraud his creditors, or any of them," it shall be rendered 
null and void except as to purchasers in good faith and for a fair present 
consideration. In the trustee's suit to set aside the mortgage, held, that it 
was not voidable as a preference under ?6ob, but was null and void under 
?67e. Dean v. Davis, 37 Sup. Ct. I30. 

The mortgage was not a preference within the meaning of ?6ob because 
it was given to secure a contemporary rather than a pre-existing debt and 
because its effect was to prefer the bank rather than Dean. But because Jones 
knew that he was insolvent, that he was making a preferential payment, and 
that bankruptcy would result, the lower courts were justified in concluding 
that the intent (or obviously necessary effect) of the transfer was "to hinder, 
delay, or defraud creditors" within the meaning of ?67e, the operation of 
which is much broader than ?6ob, and "that Dean, who knowing the facts 
co-operated in the bankrupt's fraudulent purpose, lacked the saving good 
faith." In the decision are collected other cases in which it is held that a 

mortgage is a fraudulent conveyance where taken as security for a loan 
which the lender knows is to be used to prefer favored creditors; also those 

holding the contrary where the lender does not know that improper pay- 
ments to favored creditors are intended. Van Idenstine v. National Discount 

Co., 227 U. S. 575, 582, and Coder v. Arts, 213 U. S. 223, are distinguished on 

the grounds that in the former case the pledgee was found to have had no 

knowledge of the debtor's fraudulent intent, and in the latter case it was 
found that the debtor had no intent to hinder, delay or defraud creditors. 

437 437 


	Article Contents
	p. 437

	Issue Table of Contents
	Michigan Law Review, Vol. 15, No. 5, Mar., 1917
	Front Matter
	The Ohio "Blue Sky" Cases [pp.  369 - 385]
	The Disposition to Be Made of Property the Subject of a Power If the Power Is Not Exercised [pp.  386 - 412]
	Michigan's Adoption of Uniform State Legislation [pp.  413 - 422]
	Note and Comment
	Safeguarding the Criminal Defendant [pp.  423 - 425]
	The Scope of the Mann Act [pp.  425 - 426]
	The Liability of the Initial Carrier after the Final Carrier Becomes a Warehouseman [pp.  426 - 430]
	Impairment of the Obligation of Contract [pp.  430 - 432]
	The Right to Rescind Stock-Dividends Already Declared [pp.  432 - 434]

	Recent Important Decisions
	Adverse Possession: Tacking [p.  435]
	Attorney and Client: Quantum Meruit [pp.  435 - 436]
	Bankruptcy: Discharge Barred by Fraudulent Transfer [pp.  436 - 437]
	Bankruptcy: Preferences [p.  437]
	Bankruptcy: Priority to Workmen and Servants [p.  438]
	Bankruptcy: Promises Made after Filing of Petition [pp.  438 - 439]
	Carriers: Personal Injury [pp.  439 - 440]
	Constitutional Law: Interstate Commerce and Police Power [p.  440]
	Constitutional Law: Religious Liberty [pp.  440 - 441]
	Contracts: Mutuality [p.  441]
	Corporations: Holding Stock in Local Corporation by Foreign Corporation Is "Doing Business" in the State [pp.  441 - 443]
	Corporations: Issue of Stock for Patents under Michigan Statutes [p.  443]
	Evidence: Expert Testimony Not Admissible on Question of Signature by Mark [pp.  443 - 444]
	Evidence: Unauthenticated Books of Entry [pp.  444 - 445]
	Evidence: Value of Services Measured by Union Scale [p.  445]
	Injunction: To Prevent Solicitation of Customers by Former Employee [pp.  445 - 446]
	Marriage: Uncle and Niece [pp.  446 - 447]
	Powers: Effect of Covenant to Appoint [pp.  447 - 448]
	Sales: Damages for Breach of Warranty of Seeds [pp.  448 - 449]
	Specific Performance: Of Building Contract [p.  449]
	Tenancy in Common: Conveyance by Cotenant of Specific Property [pp.  449 - 450]
	Trial: Separation of Jury after Final Submission of Case [pp.  450 - 451]
	Wills: Effect of Revocation upon Failure of the Purpose for Which It Was Made [pp.  451 - 452]
	Wills: Power of Sale Gives No Power to Mortgage [pp.  452 - 453]
	Wills: Soldiers and Seamen [pp.  453 - 454]

	Book Reviews
	untitled [pp.  455 - 456]




